WffARES MILITARSS Social Science Journal

The Impact of Coronavirus Pandemic on the Iraqgi economy
By
Amis Mohammed Bahjat Al-Karawi

Faculty of Administration and Economics, Al-Iragia University, Baghdad, Iraq
Email: amismohammed63@gmail.com

Abdulrahman Najm Almashhadani
Faculty of Administration and Economics, Al-Iragia University, Baghdad, Iraq
Email: Abdulrahman.mashhadani@aliragia.edu.lq

Abstract

The research aims to study the impact of the Corona pandemic on the Iraqi economy
and its effect on the various economic sectors, especially after the succession of political crises
(October demonstrations and the government's fall). First, the financial after the collapse of oil
prices and then the health crisis due to the Corona pandemic, which had a significant impact
on the economic conditions in the world in general and Iraq, Especially after the Corona crisis
disrupted all economic sectors, and the Iragi government was not in control of the country
during the pandemic.
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1. Introduction

The Corona (Covid 19) pandemic began in late 2019 and early 2020 in the Chinese
province of Wuhan, and since the emergence of the virus, countries have been living in a state
of terror. Iraq is one of them after the first infection appeared in Najaf Governorate, from which
disease cases began to spread in all governorates of Iraq. Hence, the government started. The
Iragi government took preventive measures such as a comprehensive ban to preserve citizens'
lives and limit the virus's spread. Then the economic situation began to stagnate in the world
in general and Iraq in particular, which created a severe crisis in the lives of citizens. Individuals
and self-employed people with daily incomes were the most affected by these measures and
the direct impact in all sectors. Still, the oil, air transport, and tourism sectors were the most
affected, which greatly affected the government's revenues, forcing it to borrow from the
Central Bank to finance its operating expenses. The Corona pandemic has left many problems,
and consequences beyond the spread of the disease, the most important of which is the almost
complete halt in economic life, which has resulted in the significant decline in various
commercial activities, the severance of global supply chains, the collapse of financial markets,
the suspension of global trade movement and the rise in unemployment rates that included the
entire developed and developing world, and Iraq is one of them. And introduced the global
economy into a significant economic recession. Which required the government to take
measures to adapt the conditions of the various economic sectors in line with the depth of the
economic, financial, and health crisis. The importance of the study lies in shedding light on the
extent to which the Iragi economy and sectors were affected during the Corona pandemic and
the recession it caused. The Corona pandemic (Covid 19) has shown the fragility of the Iraqi
economy in its various sectors and its inability to deal with complex crises, which led to more
imbalance and economic, political, and social instability in Irag. Therefore, this paper aims to:

(1) Knowing the most prominent sectors that have been greatly affected in its work.
(2) Revealing the extent of the impact of the pandemic on the Iraqi economy and the
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consequences of the pandemic.

2.  Corona pandemic and its impact on Iraq

2.1.  Anoverview of the corona pandemic (covid 19)

Many global crises have greatly affected the global economy and involved all the
economic, social and political aspects of the "Covid 19", which is difficult for the whole world
to control and find immediate and practical solutions to. In this axis, the concept and
interpretation of the pandemic will be reviewed. How did it arise? And the stages of its spread?

2.1.1. The emergence of the Covid 19 pandemic, its stages of spread, and its impact on
human lives

The covid-19 disease is an infectious disease caused by a virus that was discovered
from the Coronavirus strain, whose mechanism of action was unknown before the outbreak
began in the Chinese city of Wuhan in December 2019 (1), after the World Health Organization
reported cases of unspecified pneumonia that was discovered in Wuhan City, Hubei Province,
People's Republic of China, and was identified by the Chinese authorities on January 7, 2020,
as the virus that causes these infections, to declare the World Health Organization on January
31, 2020, a public emergency of international concern (2), especially after the rapid spread of
infection and its vast scope from One person to another in several countries in the world.
Furthermore, due to the countries' failure to control the virus, the World Health Organization's
global director announced that Covid-19 has turned into a worldwide pandemic starting on
March 11, 2020, after infections spread in 57 countries (3).

2.1.2. The emergence of the Corona pandemic and its impact on Irag

The health crisis began recording the first infection with the Coronavirus on February
24, 2020, in Najaf Governorate and quickly spread throughout Iraq; by the end of July 2020,
the number of infections had increased (12,469), and government data indicated an acceleration
in infections during June and July 2020(4) The government should have taken firm measures
in tracking infections and increasing random survey campaigns in different regions in all
governorates, and one of the reasons for the increase in infections is negligence in adhering to
the curfew, and for this, it requires security, economic and media measures to confront and
contain the crisis (5)

Iraq suffered from unstable conditions after witnessing serious security events and
demonstrations in 2019 that led to the government's dismissal. Due to the increase in
unemployment among young people, its essential demands were services and improving
economic conditions. It was not considered that the year 2020 would come with the new
Corona virus, which paralyzed The movement of the world stopped, and the movement
completely stopped. The collapse of international oil prices accompanied this, and the
government tried to avoid the health and economic crisis and, like the rest of the world, took
comprehensive and then partial urban measures to limit the spread of the virus that paralyzed
the movement of commercial markets until many citizens considered these measures as
security. Although it is not healthy, especially since it leaves the citizen who works in the
liberal professions and depends on their daily income without any source of income that could
support their family, on the other hand, these measures deepened the crisis in the Iragi economy

(6).

2.2.  The impact of the pandemic on the economic performance in Iraq

With the spread of the new Coronavirus worldwide, governments continued to take
exceptional measures and measures to combat the virus and limit its spread. The
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comprehensive, and the travel and study sector and other sectors of the business sectors
stopped. The social divergence policy was imposed (7), and soon the virus reached Iraq. The
spread of the Corona pandemic coincided with two political and economic crises. The political
turmoil preceded all crises, starting in October 2019. Youth protests in Baghdad and several
other governorates of Irag came due to poor services and conditions and the lack of job
opportunities for the unemployed. The spread of the Coronavirus forced the government to
impose an extended curfew and granted the governorates the power to expand or reduce the
ban. Depending on the circumstances, this led to economic difficulties for the poor and
vulnerable groups (8).

The measures taken by the various world governments as a precautionary measure to
limit the spread of the Coronavirus have led to the suspension of air, land, and sea
transportation, which led to a decrease in global demand for oil by more than 30% and the
collapse of its prices to less than $20 a barrel, as oil in Irag forms the backbone The revenues
of the general budget are more than 90%. The oil sector constitutes more than 45% of the GDP
and more than 99% of merchandise exports. Therefore, the drop in international oil prices led
to a decrease in financial revenues and the government's inability to organize and approve the
2020 budget.

Although Iraq took precautionary steps to avoid the danger of this virus and to preserve
people's lives, the deficit in public revenues in the year of the pandemic 2020 reflected
negatively on government performance and the weak efficiency of the health system, and the
weakness of the services it provides. In addition to this, the general weakness in the use of
electronic applications at the official and unofficial levels, as Irag ranked 15 out of 197 in 2018
in the e-government development index, which made it unable to transfer administrative,
economic, and service activity from the real world to the virtual world to compensate or At
least to alleviate the paralysis that affected economic, social and health life (9).

2.3.  The adverse effects of COVID-19 on the GDP and economic sectors in Iraq

The virus outbreak resulted in taking preventive measures to limit the spread, which
negatively impacted the Iragi economy, represented by the suspension of official institutions
from work and the trend toward managing institutions and communicating with employees
through electronic means of communication in the tens of millions a day. In addition, the
imposition of the curfew led to the deprivation of low-income people from daily business
owners and daily wage workers in the unorganized sectors, representing a large group
estimated at more than three million workers (10). The Corona pandemic has had many adverse
effects on the various economic sectors, especially the services sector, which can be identified

by:

2.3.1. The impact of the Corona pandemic on GDP

After the Iraqi economy witnessed a significant slowdown in 2020, the GDP decreased
from 233.64 billion dollars in 2019 to 184.37 billion dollars in 2020, rising to 207.89 billion
dollars in 2021, as shown in Figure (2), the Iragi economy rose to 207.89 billion dollars in
2021. The deficit of the general budget for the year 2020 (the government's failure to submit
the 2020 budget) to a rate of (30%) of the gross domestic product, and this percentage
contradicts the percentage allowed in Public Financial Management Law No. 6 of 2019, which
approved the annual deficit ceiling not to exceed the percentage of (3 %) of GDP to strengthen
the legal framework for financial management (11). But the necessity and the depth of the
global health and economic crisis prompted Parliament to agree to direct central bank lending
to the government to finance its necessary expenditures with two loans, the first amounting to
15 trillion dinars in June and the second to 12 trillion dinars in October of 2020. The negative
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growth of the GDP has led to a sector's contraction. The oil and non-oil sectors by 13% and
4.4%, respectively, and the service sectors such as trade, transportation, the financial industry,
and tourism were the most affected than others (12), according to the GDP estimates for the
first quarter of 2020, issued by the Central Bureau of Statistics, The output decreased in the
first quarter of 2020 compared to its counterpart in 2019, by (12.3%) at current prices, and by
(20.9%) from the fourth quarter of 2019 (13) as well as the drop in oil prices and the spread of
the Coronavirus, which led to The decline in GDP, but the rise in global oil prices and the
easing of health measures and restrictions in the second half of 2020, mitigated the negative
effects of the pandemic on the Iraqi economy (14).
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Figure 1. GDP for the period 201-2-2022 (Million Dinars)

2.3.2. Oil Sector

The outbreak of the Corona pandemic in most countries of the world and taking
preventive measures led to the suspension of all types of transport (air, sea, and land) between
countries and within the same country, which led to a sharp and significant decrease in global
demand for oil. Then the decline in global oil prices coincided with the increase in war. The
price difference between the major oil producers, Saudi Arabia and Russia, led to a further
decline in oil prices (15), so the price of oil fell sharply from (74.9) dollars on January 6 to
(20.59) dollars on April 20, 2020, to return to A rise of (46.87) dollars per barrel on July 17,
2020. Accordingly, oil revenues were affected (16). Although Iraq is the second largest oil
producer in the Organization of the Petroleum Exporting Countries, it has faced severe
challenges after the significant decline in its oil revenues, which constitute more than 90% of
the general budget revenues, which led to the failure of the government's efforts to combat the
Corona epidemic and limit its spread, in addition to the decline in the capabilities of Iraq.

On the other hand, the government is implementing its development programs and the
possibility of securing food security requirements for the country and financing the salaries of
employees and retirees (17). Figure (1) shows the average price of a barrel of Iraqi oil sold per
month in the first half of 2020, and it is clear from it the sharp drop in prices from (60) dollars
for the average barrel sold in January to nearly (13) dollars for the average barrel sold in April
2020. It rose to (21) dollars per barrel in May as a result of the price movement that the markets
witnessed after the entry into force of the OPEC + agreement.
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Figure 2. The monthly average price of a barrel of Iraqi oil sold in mternational markets

2.3.3. Air Transport Sector

Air transport in Iraq after 2003 witnessed a remarkable development in terms of the
number of planes, the number of flights, and the number of passengers, the development in the
volume of revenues and profits, and Irag's openness to the outside world. The number of aircraft
operating in Iragi Airways reached 32 aircraft in 2018. The total number of passengers (arrivals
and departures) carried on all Iraqgi Airways General Company aircraft (3,968 02) people, while
the unlimited quantities of goods transported for all Iraqgi airlines amounted to (14,212) tons,
except for Erbil Airport (19). However, despite these developments in the aviation sector, it
suffered significant losses due to the Coronavirus and the suspension of air transport, which
caused substantial losses to the air transport sector in Iraq after the number of flights and
passengers decreased by (50%) in Iragi Airways planes than it was in 2018 (20).

2.3.4. Education sector

The Coronavirus has resulted in a significant interruption of education in history. The
impact was almost comprehensive on students and teachers worldwide, from pre-primary
education to secondary schools, technical and vocational education and training institutions,
and universities(21). Irag In 2020, the government took a set of precautionary measures to
prevent the spread of the virus in the country, so schools and universities were closed
throughout Iraq. The Ministries of Education and Higher Education and Scientific Research
took emergency solutions when they called on teachers in schools and universities to
communicate and go towards e-learning with students. Unfortunately, e-learning in Iraq does
not keep pace with the Iragi environment due to its lack of modern means and laboratories, the
slow Internet in Irag, and the Iragi educational institutions' lack of technological infrastructure.
Still, in light of these conditions, there were no other solutions to take; therefore, it is necessary
to accept e-learning To prevent the spread of the virus (22).

2.3.5. Coronavirus impact on food security

The Corona pandemic led to changes in the prices of food commodities, especially
those commodities that people desperately needed during the outbreak of the virus, as Iraq
imports annually at a rate of more than (40) billion dollars, representing food commaodities,
beverages, and animal products about (13%) (23) and thus The rise in their prices in the global
markets as a result of the decline in global production due to droughts and due to the high costs
of international transportation and the disruption of supply chains negatively affected the lives
of individuals, especially those with low incomes, by reducing their consumption quantitatively
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and qualitatively. In addition, their crops and their displacement to cities will exacerbate the
national food security gap (24). These effects may continue for other years as a result of food
shortages in the world. According to the Food and Agriculture Organization, more than (90%)
of companies and small and medium-sized enterprises in the agricultural and food sector had
been severely affected by the pandemic (25).

2.3.6. Tourism Sector

Tourism in Iraq constitutes an essential source of revenue, especially religious tourism,
which comprises (75%) of tourism revenues in Irag. This revenue was estimated at (5) billion
dollars in 2017, according to what the World Tourism Council determined, but it was the sector
most affected by the pandemic. It includes the owners of hotels and restaurants whose sales
depend on tourists, as well as recreational tourism and archaeological sites, which represent
25% of the country's tourism revenues, which are in the northern side of Iraq after the virus
stopped the movement of the entire world (26).

2.3.7. Unemployment during the corona pandemic

The closure announced by the Crisis Cell due to the Corona pandemic caused many
workers to lose their jobs, especially those with daily incomes and workers in the private sector.
The International Labor Organization stated that more than (81%) of people around the world
were affected by the total or partial closure that was announced all over the world, which led
to a rise in the number of the unemployed, so how in a country like Irag, which has many
problems, and unemployment was its main problem before the spread of the virus (27). Which
exceeded (40%) of young people holding a bachelor's degree in 2020 after it was estimated at
(13.8%) for those of working age (15 years and over), and unemployment rates are high for the
age group (15-24 years). About (27.5%) in 2018 (28) as a result of the closures that occurred
throughout Irag, which prompted most workers in the informal sector to leave their jobs and
were forced to fall into forced unemployment, and the sectors most affected were the sectors
in which the majority of them are active workforce (29).

2.3.8. Poverty during the Corona pandemic

The Corona pandemic has severely affected families with weak incomes and has
affected families' living and their level of well-being through several paths. In addition to the
decline in domestic and external transfers due to the economic erosion, this has exposed the
country to financial pressures, the quarantine and the suspension of daily business and
economic activities, and the significant decline in oil prices, in addition to the decline in public
spending, which negatively affected the possibility of providing food to various segments of
society, in addition to the suspension of monetary transfers. The public, as well as the turmoil
in internal and external shopping operations, led to an increase in prices, especially foodstuffs,
accompanied by a decline in educational services, health care, and other services that had
negative effects on the livelihood of Iragis (30). The challenge that Iraq faced in light of the
Corona crisis was the increasing preparation of people who needed support and protection to
meet the conditions of poverty and deprivation left by the crisis, whose numbers are estimated
at more than ten million poor people and a similar number of workers in the unorganized sectors
interfere with them, who do not have them Any protection, which led to a rise in poverty levels
in Irag to unprecedented rates after it rose from (20.5%) in 2018 to (31.7%) in 2020, an
estimated increase of (11.7%) compared to the previous year. What it was in 2018(31). By
adding (4.5) million people to the poor of Irag, whose number was estimated before the Corona
pandemic at about (7) million people as a result of the pandemic, poverty exceeds (46%) among
families with more than (7) people, especially those that include more than Children who are
more vulnerable to poverty (32). Then poverty rates have increased due to the Coronavirus.
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2.3.9. The impact of the Corona pandemic on the banking sector

In 2019-2020, the banking sector faced fluctuations in economic conditions that were
more severe than in the 2008 global financial crisis after the Coronavirus caused a shock of a
different nature. Furthermore, the banking system and debt defaults became imminent due to
the great surprise and stumbling caused by the pandemic, which severely affected the banking
sector due to the sudden entry of the crisis (33). Which led to the existence of uncertainties in
the economic environment, in addition to what the global financial markets witnessed
increasing levels of economic volatility, forcing governments and central banks to respond to
these changes with monetary and financial interventions in order to achieve stability in
economic conditions, especially after the emergence of default indicators in the credit
portfolios of Banks, as a result of the postponement of loan maturities and the expected rise in
default rates among bank customers, as well as a decline in liquidity due to the withdrawal of
deposits, as well as a decline in the employment movement in various economic markets.(34).
The Iraqi banking sector did not differ from the banking sector in different countries of the
world in the nature of its impact on the economic and health crisis and facing several
challenges, including low revenues and pressures on liquidity and the ability to adapt to the
digital transformation, which has become an absolute necessity after the rapid and sudden
changes caused by the Corona virus, which led to The increasing use of the Internet and social
media, which can lead to an increase in cyber risks and an increase in hacking of the banking
system and contacting bank customers to obtain encrypted customer data such as personally
identifiable information and other banking details (35), as shown in Figure (3).

Reduced revenue

Quality Credit ﬁ Operational Risks

Adaptability to Liquidity pressures

Figure 3. The main challenges facing the banking sector after the Corona pandemic

One of the most important effects of the Corona pandemic on the Iraqi banking sector
was the increase in its non-performing debts by 18% in 2020, which required treatments that
mimic the facts of reality. Various funds to contribute to sustainable development and mitigate
the effects of the crisis, including the deduction of treasury transfers worth 27 trillion dinars to
fund the dues of the Ministry of Finance after the decline in its public revenues and the change
in the exchange rate of the dinar against the dollar, which contributed to enhancing financial
sustainability as a result of the increase in the volume of foreign reserves and the strengthening
of public finances, which increases the reliability of investors and decreases Production costs,
increasing the competitiveness of local goods and balancing the balance of payments through
a decrease in the volume of imports (36). As for the initiatives of the Central Bank, which it
launched in partnership with private banks, which contributed to alleviating the effects of the
crisis, it was represented by the establishment of an Empowerment Fund, the most important
of which was a donation to support the health sector, rehabilitation of squares and gardens
Public services in the city of Baghdad, the rehabilitation of Al-Mutanabbi Street, the
rehabilitation of the Al-Rashad House for the elderly, and the retrieval of To meet loan
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installments, reduce interest, and increase loans allocated to small and medium enterprises by
one trillion dinars to finance 4000 new small projects in addition to the previous trillion
launched in 2015, in addition to launching a new initiative with an additional 5 trillion dinars
to stimulate the various economic sectors (industrial, agricultural, services and housing) at
interest rates Reduced and extended loan term to 15 years, in addition to the initiative to finance
renewable energy projects with one trillion dinars, which contributed to moving the economy
to all small, medium and large projects, in addition to housing loans, with the Iragi banking
sector taking a series of measures that alleviate the problems faced by its clients (37).

3. Conclusions

The most important conclusion reached by the study is that the Corona pandemic has
affected the country's economic conditions and increased unemployment. Thus the poverty rate
has increased significantly. As much as some sectors, such as transportation, aviation, tourism,
and others, are negatively affected by the pandemic, this pandemic has prompted these sectors
to adapt to the pandemic and to shift towards using electronic applications in providing their
services, such as pre-booking. The banking sector in Iraq was more affected, despite the various
initiatives of the Central Bank, due to the weakness of banking services from Visa Cards and
automated teller machines that support and facilitate e-commerce operations and support the
banking sector, in addition to the desire of individuals to pay cash upon receipt of goods. The
study concluded that the Corona pandemic had more impact on Iraq than other countries due
to the conditions that occurred before Corona, from the demonstrations, which were due to the
political and economic situation in the country and poor services, and then the impact of the
collapse in global oil prices due to the decrease in global demand for oil, which led to a
reduction in public revenues to a third, which hindered the government's ability to present the
draft budget for the year 2020.
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